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EXECUTIVE OFFICE OF THE PRESIDENT
OFF!CE OF»MANAGEMENT AND BUDGET
. WASHINGTON, D.C. 20503

o FRE-3p-1

008 REGISTAY

s

June 20, 1983 T CIRCULAR NO. A-T3'
C : ' : Revised :

TO. THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS -

e e

- SUBJECT: Audlt of ﬁ‘édeté}_._ Opéx_:ations and Programs.’

1. éu_r_E' ose. This Ci:Culéf ‘sets forth policies to be. follovied__ in the
audif of Federal operations and programs. et
T : . ) ".’.;',‘\1 o \', oo

- s

2. Resc‘:ission"s. . _
March 15; ]978;'_ang_i'3evisiqn No. 1, dated vaen'ber 27, 1979. =7 -

3. Background. ' This Circular is issued as part of Reform '88, an
overall management improvement program intended to restructure the
management and administrative systems of the Federal Government. The
‘primary objectives of the Circular are to promote improved audit
practices, achieve more efficient use of audit staff, improve coordina-
tion of audits, and require application of audit standards issued by the
Comptroller General. This Circular was developed in oonsultation with
the General Accounting Office, Inspectors General, and other ~affected
individuals and organizations. . 3 S ST

4. Apglicabiii_ty_ -and scope. The provisions of this Circular are
- apolicable to -all . agencies of the executive branch of the= Federal
Government, including the audit functions of Inspectors General and all
" other audit organizationms. . : s

5. Policy. Agencies are responsible for providing édequate audit =

coverage of their programs as an aid in determining whether information
is reliable; resources have been safeguarded; funds have pbeen expended in
a manner consistent with related laws, regulations, and policies;
resources have been managed economically and efficiently;. and desired
program results have been achieved. BAudits of Federal organizations,

.

programs, activities and functions, State and local governments (as -

required by Circular A-102, -~ "Uniform requirements for grants to State
and local governments"), and others (as required by Circular A-110,
"Uniform requirements for grants to universities, hospitals, and other
non-profit organizations") will be made in accordance with the standards
issued by the Comptroller General. o
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6. -Definitions. -

a. . The term "audit" ‘as used in this Circular includes not’ only
auditors' examinations of financial statements, but also work performed
in reviewing (a) compliance with applicable laws and regulations, (b)
“economy and eff1c1ency of operations, and (c) effectlveness in ach1ev1ng
program results. - ~ : . e T

b. The term "audlt standards" refers to those standards set forth in
Standards for Audit of Governmental Organizations, Programs, ‘Activities &
Functions issued by the Comptroller General of the United States. Those
standards incorporate the generally accepted auditing standards 1ssued by_

7. Resgon51b111t1es. 'Federal agencies w1ll review the procedures and
practices currently followed -in .the audits of - their operations and -
programs, and initiate  such action as is necessary to comply with the
p011c1es set forth m thlS Clrcular. . .

8. Actlon Requlrements. . Each agency w1ll mplement the pollc1es set
forth in this Circular. by developmg plans and 1ssu1ng procedures for the
guldance of 1ts audltors. ‘ v .

‘
P i,‘,

a. Organlzatlon and staffmg., Audlt is an 1ntegral part‘ of the.,
management process. Audit services and reports should be responswe to
‘the needs:of management However, in order to obtain the maximum benefit
from audit, agency audit organizations must have a suff1c1ent degree . of
1ndependence in-. carrylng .out their respon51b111ties. - This., . independence
is provided for  in certain departments and agencies..by - the statutes
establishing the Inspectors General. To prov1de an approprlate degree of.
independence . in other .departments and agencies, the audit organization
should be - located out31de the staff or program management. structures of.
activities. subject to audlt .and report to. the head or. deputy head of the

agency. _ C ‘ e DT T I SRR AT .,‘x-;.

_Audit effectlveness is enhanced by audit ooordmatlon._ ‘Therefore, '.the
operation or policy . control of all audit activities in ‘&' department or
agency should be under the direction of a single . 1nd1v1dual. -Close
coordination should be maintained between the audit . organlzatlon, . the
de51gnated audit €followup official, investigative units, and other.
management review activities.- - : o e T

Adequate and quall.fled staff should be assigned to the audlt function and
adequate training provided to malntaln and enhance the professmnal.
capabllltles of the staff ; . ) . R

- b. Audlt universe. Each audlt organlzatlon w1ll mamtam records of
its universe which identifies the orgamzatlons, programs, act1v1t1_es_,
and functlons subject to audlt C S

-

(No. A=73)

Approved For Release 2008/03/25 : CIA-RDP85B01152R000400510033-4



Approved For Release 2008/03/25 : CIA-RDP85B01 152R000400510033-4 .

c. Détermination of audit priorities. Each audit organization
should periodically review its audit universe and determine the ooverage,
frequency, and priority of  audit required. for each. The review will
include consideration of the following factors. h ’ o

(1) statutory and regulat_ory requirements;

(2) Adequacy of internal control systems ' as indicated by
vulnerability assessments and internal control reviews required by
Clrcular A—123, "Internal Control Systems," . : : -

(3) Newness, changed condltlons, or sensitivity of the
_orgamzatlon, program, activity, or funct:.on' e L

.(,4) Current and potentlal dollar magm.tude, _

(5) Extent of Federal participation 1n terms of resources or
regulatory authorlty,
PR (6) Management needs to be met, ' mcludlng key management'
dec151on dates, as developed in consultatlon with the respon51b1e program
off1c1als and semor management~ : ‘

| (';7)» Prlo_r audlt exper:.encé;

(8) Tlmelmess, rellablllty, and scope of audlts performed by
others, such as State and local government audltors and mdependent
publlc account:ants, B :

(9) "Results of other = evaluations (e.d., ‘iri‘spectio‘ns, and -
program reviews); and : . . ' '

' (10) Ava11ab111ty of audit resources. , Lo
. 4. Cross-serv1c1ng arrangements. - To oonserve staff resources,
promote efficiency, and minimize the impact of audits on the operations
" of the organizations subject to audit, Federal agencies should establish
cross-serv:.cmg arrangements under which one Federal agency will make or
oversee audits for other agencies, when such arrangements are in the best
interest of the Federal Government and the organlzatlon being audlted

e. Reliance on non—Federal audits. Primary resoonsxbxllty for
audits of federally assisted programs rests with recipient organizations.
These audits are required by Circular A-102, "Uniform requirements for
grants to 3State and local governments;" Circular A-110, "Uniform
requirements for grants to universities, hospitals, and other nonprofit
organizations;" and, in the case of the block grants, the authorizing
statutes or regulations. Federal agencies will rely on recipient audits,
provided they are made in accordance with the audit standards issued by
the. Conptroller -General and otherwise meet the requirements of the
Federal agencies. Federal agencies may perform additional audit work
bulldmg on audit work already performed.

o
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£, Audlt E . Based on the considerations set forth in b, c, d,
and e, above, each audit organization will prepare an audit ‘plan at least
annually. At a minimum, such plans will identify the programs and
operatlons selected for audit, and defme for each: )

_ (1 Spec1f1c reasons for the selectlon,
o "(,2_)> The overall audit objectlve and scope;
. - (3) The locations to be audited; o o EeE Al

sosis

’ " _'; 1“(;_4)" The orgam.zatlon that w111 make the aud1t°

~ audit; and
_ and

(6 ) Ant1c1pated benefits to be obtamed from the audlt._‘ "

The . plans should be flex1ble and adjusted as. necessary to prov:.de for
audit coverage of unforeseen priorities. The plans’ should be rev1ewed

Tul

upon ooxrpletxon with the head or deputy head of the agency. v e

' g. 1 Coordmatlon of audit work.

(1) General ' Federal audlt orgam.zatlons w1ll ooordmate and
cooperate with each other in developing and carrying out their individual
audit plans. Such actions will include continuous liaison; the exchange,
' where appropriate, of audit techniques, obJectlves, “plans, and
workpapers;. and the development of audit schedules to minimize the amount
of audit effort required. Similar ocoordination and cooperation should
take place with." the General. Acoounting Office  and' non-Federal audit
staffs where there is a common interest in the programs subject to audit.
Coordination- among: Federal agencies with respect to audits of State and
local governments will be carried out in accordance with the publication,
"Cognlzant Audit. Agency ‘Guidelines,” 1ssued by the Jomt F1nanc1al
' Management Improvement Program LR

' (2) Counc1l on Integrity and Eff1c1encyj. The - Pre51dent 'S
Council on Integrity “and Efficiency was ‘established to prov1de a
mechanism for developing coordinated government-wide plans to prevent ‘and
detect fraud and waste, and implementing those plans. It is chaired by
the Deputy Director of the Office of Management and Budget, and comprised
of the Presidentially appointed Inspectors General, the Deputy Attorney
General, the Director, Office of Personnel Management, and other® key
audit and investigative officials. The Coordmatmg Conference of ‘the
Pres:.dent s Council on Integrity and Efficiency is’ ‘comprised of senlor
audlt and mvestlgatlve off1c1als of other Federal agenc1es.

(3) Audit Forums. The Natlonal Intergovernmental Audlt E‘orum
and the Reglonal Intergovernmental Audit Forums were established,:
part, to assist in ooordinating audit coverage of Federal aid programs
Membershlp oonsists of Federal, State and local audit officials.
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h. Availability of audit reports. With respect to public release of
audit reports, each agency will establish policies in oonsonance . with
applicable laws, mcludmg the Freedom of Information Act and the Privacy
Act. To the maximum extent possible, agencies will provide for the
release of audit reports , in whole or in part, to those interested in
them. ' ) :

i. Audit Followup. Timely action by responsible management
officials on audit recommendations is an integral part of an agency's

management system, and has a direct bearing on the system's effec-

tiveness. Each agency will establish pr:ocedures for resolving audit
recommendations and taking oorrective action in accordance with the
standards oontamed m OoMB Clrcular A-50, "Audit Followup."

9. Informatz.on Contact. Inqulrles ‘should be dlrected to the oMB

Finance and Accountmg Division at 395-3993.

10. Sunset Rev1ew Date. ThlS Circular shall have an independent policy
review to ascertain its effectiveness three years from the date of issue.

IRk o P NS

David A. Stockman
Director
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